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LELGDQGOLVWVWKUHHEDVLFFODXVHUHODWLRQVWKHPDWFKLQJORJLFDOVHTXHQFHDQGPXOWLSOHFODXVHUHODWLRQV7KHILUVWWZRFODXVHVZLOOEHEULHIO\H[DPLQHGKHUH0DWFKLQJ5HODWLRQ:LQWHU   H[SODLQV WKDW µ>W@DNLQJ FRPSDULVRQV ZKLFK FDQ EH FRPSDWLELOLW\ DQGLQFRPSDWLELOLW\ ZH QRWH WKDW D PDWFKLQJ UHODWLRQ LV ZKHUH ZH FRPSDUH RU PDWFK RQH DWWULEXWHSHUVRQDFWLRQHYHQW WKLQJHWF LQUHVSHFWRI WKHLUVLPLODULWLHVDQGGLIIHUHQFHV¶+RH\IXUWKHUHODERUDWHVWKDWLQPDWFKLQJUHODWLRQVµVWDWHPHQWVDUHEURXJKWWRJHWKHUZLWKDYLHZWRVHHLQJZKDW OLJKW WKH\ VKHGRQ HDFKRWKHU¶7KXV UHODWLRQV VXFK DV FRQWUDVW VLPLODULW\ H[HPSOLILFDWLRQSUHYLHZGHWDLODQGH[FHSWLRQDUHLQFOXGHG /RJLFDO6HTXHQFH5HODWLRQ7KHORJLFDOVHTXHQFHUHODWLRQLVFRQFHUQHGZLWKUHSUHVHQWLQJVHOHFWLYHFKDQJHVLQDWLPHVSDFHFRQWLQXXP IURP VLPSOH WLPHVSDFH FKDQJH WR GHGXFWLYH RU FDXVDO VHTXHQFH ZKLFK FDQ EHH[SUHVVHGE\ VXFKTXHVWLRQVDV µ:KDWKDSSHQHGQH[WEHIRUH WKDW"¶ DQG µ:KDWGLG WKDW OHDG WR"¶µ:KDWFDXVHGWKDWWRKDSSHQ"¶:LQWHU $QDO\VHVDQG'LVFXVVLRQRIWKH7H[W7H[W7KHVDPSOHWH[WFKRVHQIRUDQDO\VLVLVµ6L]HDQG6KDSH¶VHH$SSHQGL[IRUWKHVFULSWZULWWHQE\6WHSKHQ-D\*RXOGDQ$PHULFDQSDOHRQWRORJLVW$VHULHVRIKLVHVVD\VH[SRVLWRU\DVDJHQUHRULJLQDOO\DSSHDUHGLQWKHPRQWKO\FROXPQIRU1DWXUDO+LVWRU\0DJD]LQHIURPWRLQWKH86$DQGZHUHODWHUFRPSOLHGLQWRDERRN(YHU6LQFH'DUZLQ²5HIOHFWLRQVLQ1DWXUDO+LVWRU\ )ROORZLQJ WKHGHILQLWLRQRI+DUPHU  WKLV VWXG\GHILQHV DQ µDXWKHQWLF¶WH[WDVRQHµGHVLJQHGQRWIRUODQJXDJHVWXGHQWVEXWIRUWKHVSHDNHUVRIWKHODQJXDJHLQTXHVWLRQ¶DFRQGLWLRQWKHVDPSOHWH[WSHUIHFWO\PDWFKHV
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7KH UHDVRQ WKDW WKLV SDUWLFXODU WH[W ZDV VHOHFWHG IRU DQDO\VLV LV WKDW LWV DGDSWHG DQG DEULGJHGYHUVLRQ DSSHDUV LQ RQH RI WKH (QJOLVK WH[WERRNV FXUUHQWO\ DV RI  XVHG LQ -DSDQ IRU KLJKVFKRROVHQLRUV 2QH:RUOG(QJOLVK5HDGLQJSXEOLVKHG LQIURP.\RLNX6KXSSDQ3XEOLVKLQJ&R,WLVKHQFHKRSHGWKDWDGLVFRXUVDODQDO\VLVRILWVRULJLQDOYHUVLRQFRXOGSURYLGHVRPHXVHIXOLQVLJKWVIRUWHDFKHUVDVZHOODVVWXGHQWVZKRDUHXVLQJWKHWH[WERRN2YHUDOO3DWWHUQRIWKH7H[W2YHUDOOWKHWH[WVHHPVWRIROORZWKH*HQHUDO6SHFLILFSDWWHUQLQZKLFKWKHZULWHUSUHVHQWVKLVDUJXPHQWZLWK GHGXFWLYH UHDVRQLQJ SURFHHGLQJ µIURP D JHQHUDOL]DWLRQ WR SDUWLFXODU IDFWV ZKLFKVXSSRUW LW¶ 5LFKDUGV 	 6FKPLGW   6HH $SSHQGL[  IRU D VXPPDU\ 7KH RYHUDOOVWUXFWXUHRIWKHWH[WZRXOGEHLOOXVWUDWHGDVIROORZV7DEOH 7DEOH2YHUDOOVWUXFWXUHRIWKHWH[W*13ODZIXOQHVVLQWKHEDVLFGHVLJQRIRUJDQLVPV FRUUHODWLRQRIVL]HDQGVKDSH
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 WKDW WKHUH LV D VWULNLQJ ³ODZIXOQHVV´UHJXODULW\ LQ WKH EDVLF GHVLJQ RI RUJDQLVPV WKDWPDQLIHVWV LWVHOI LQ WKH FRUUHODWLRQ EHWZHHQ VL]H DQG VKDSH 3 LOOXVWUDWH KRZ WKH SUREOHP RIUHODWLYHGHFUHDVHLQVXUIDFHLVGHDOWZLWKE\VPDOODQGODUJHDQLPDOV6SHFLILF3H[SODLQKRZGLIIHUHQFH LQ VL]H UHVXOWV LQ D VXERUGLQDWLRQ WR GLIIHUHQW GRPLQHHULQJ IRUFHV VXUIDFH IRUFHV DQGJUDYLW\ZKLFKLQWXUQUHVXOWVLQGLIIHUHQWOLYLQJFRQGLWLRQVIRUVPDOODQGODUJHDQLPDOV633DQGLWVIRRWQRWH)1DUHXQLTXHLQWKDW WKH\DUHFRQFHUQHGQRWZLWKVL]HDQGVKDSHEXWZLWKVL]HDQGNLQHWLFHQHUJ\KHQFHSODFLQJWKHPDWWKHVDPHOHYHORIJHQHUDOLW\DVWKHILUVW*13FRXOGEHLQWHUSUHWHGDVDWUDQVLWLRQDOSDUDJUDSKZKLFKVXPPDUL]HVWKHSUHFHGLQJGLVFXVVLRQDQGSUHGLFWVWKHQH[WIRFXVRIGLVFXVVLRQZKHUHDV3DUHDJDLQEDFNRQWKHSUREOHPRIVL]HDQGVKDSHWKRXJKWKLV WLPH WKH IRFXV LV RQ PHGLHYDO FKXUFKHV 63 ODVWO\ 3 MX[WDSRVH ODUJH DQLPDOV DQGPHGLHYDOFKXUFKHV IRUWKHLUFRPPRQDOLWLHV LQRUGHU WRHPSKDVL]H WKHHIIHFWVRI WKHVDPHODZVRIVL]H FRQFOXGLQJZLWK DQ LQWULJXLQJ HSLVRGH RI WZR OLWWOH JLUOV DW D SOD\JURXQG 3RVVLEOH VHFWLRQERXQGDULHVRIWKHWH[WDUHVKRZQLQ$SSHQGL[6HHDOVR+XQVWRQ 6LJQDOVRIWKH2YHUDOO3DWWHUQ7KHUHPD\ EH WZR VLJQDOV LQGLFDWLQJ WKH RYHUDOO *6 SDWWHUQ RI WKH VDPSOH WH[W 2QH LV WKHDEVWUDFWQHVVRI WKH LQLWLDO DUJXPHQWGHYHORSHG LQ WKH ILUVW IRXUSDUDJUDSKV$OWKRXJK WKHZULWHU¶VNH\SURSRVLWLRQLVVWDWHGLQ6<HW«ZHPXVWDOVRDFNQRZOHGJHDVWULNLQJ³ODZIXOQHVV´LQWKHEDVLFGHVLJQRIRUJDQLVPV7KLVUHJXODULW\ LVPRVWVWURQJO\HYLGHQW LQ WKHFRUUHODWLRQRIVL]HDQGVKDSHHYHQWKHZULWHUKLPVHOIZRXOGQRWKDYHH[SHFWHGKLV,PDJLQHG5HDGHU&RXOWKDUG WR XQGHUVWDQG LPPHGLDWHO\ ZKDW ODZIXOQHVV DQG UHJXODULW\ DFWXDOO\ UHIHU WR RU ZKDW WKHFRUUHODWLRQEHWZHHQVL]HDQGVKDSHUHDOO\VLJQLILHV,QRWKHUZRUGVWKHDUJXPHQWDWWKLVSRLQWLVVRFRQFHSWXDO DQG DEVWUDFW WKDW LW UHTXLUHV FRQFUHWH H[DPSOHV DQG H[SODQDWLRQV LH VSHFLILFV WRVXEVWDQWLDWHLWZKLFKKHQFHIUDPHVWKLVH[SRVLWRU\LQWKHSDWWHUQRI*67KH VHFRQG LQGLFDWRU RI WKH RYHUDOO*6 SDWWHUQ RI WKLV WH[W FDQ EH IRXQG LQ LWVPDFUROHYHORUJDQL]DWLRQ7KLVEHFRPHVREYLRXVZKHQZKDWDUHFDOOHGµWRSLFVHQWHQFHV¶0F&DUWK\RIVRPHWUDQVLWLRQDOSDUDJUDSKVDUHH[DPLQHGVLGHE\VLGHVHHEHORZ
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 *HQHUDO«ZH PXVW«DFNQRZOHGJH D VWULNLQJ ³ODZIXOQHVV´ LQ WKH EDVLF GHVLJQ RIRUJDQLVPV«HYLGHQWLQWKHFRUUHODWLRQRIVL]HDQGVKDSH66SHFLILF :K\LVWKLVLPSRUWDQWWRDQLPDOV"66SHFLILF :HDUHSULVRQHUVRIWKHSHUFHSWLRQVRIRXUVL]H«66SHFLILF <HWLWVJHQHUDOLW\H[WHQGVEH\RQGOLIHIRUWKHJHRPHWU\RIVSDFHFRQVWUDLQVVKLSVEXLOGLQJVDQGPDFKLQHVDVZHOODVDQLPDOV6*HQHUDO 7KHOLPLWVDUHH[SDQGHGEXWWKHODZV>RIVL]H@VWLOORSHUDWH67KH LQLWLDO IRXU SDUDJUDSKV DUH FRQFHUQHG ZLWK WKH WKHRUHWLFDO DUJXPHQW RI WKH ZULWHU¶V PDLQSURSRVLWLRQ :KDW IROORZV DUH WZR VSHFLILF H[DPSOHV²RUJDQLVPV LH DQLPDOV DQG LQRUJDQLFSK\VLFDOREMHFWV LHPHGLHYDO FKXUFKHV²WRSURYHKLVSRLQW7KHZKROHDUJXPHQW LV FRQFOXGHGZLWKWKHV\QWKHVLVRIWKHVHWZRVSHFLILFVOHDGLQJWRWKHUHDIILUPDWLRQRIWKHLQLWLDOSURSRVLWLRQDQGKHQFHWKHFRPSOHWLRQRIWKH*6VHTXHQFH$QDO\VHVRI6XERUGLQDWH3DWWHUQV7KHVDPSOH WH[WGLVSOD\VGLIIHUHQWVXERUGLQDWHSDWWHUQVDW/HYHOVDQG6HFWLRQE\VHFWLRQDQDO\VHVRIWKHVHSDWWHUQVZLOOEHGLVFXVVHGQRZ$QDO\VLVRI3&ODLP&RXQWHUFODLP3DWWHUQ,WVHHPVWKDW3ZKHUHWKHZULWHUSUHVHQWVKLVJHQHUDOSURSRVLWLRQIROORZVD&&SDWWHUQ %DVLVIRU&ODLP«GRFWRUVRIZKDW¶VSRVVLEOHFRXOGUHDVRQKDOIWKHMXQJOHRXWRIEHLQJ3&ODLP «GLYHUVLW\RIOLIHZLOOIRUHYHUIUXVWUDWHRXUDUURJDQWFODLPVWRRPQLVFLHQFH 6&RPPRQ*URXQG«KRZHYHUPXFKZHFHOHEUDWHGLYHUVLW\«RIDQLPDOV6&RXQWHUFODLPPRGLILFDWLRQ<HW«ZH PXVW DOVR DFNQRZOHGJH D VWULNLQJ ³ODZIXOQHVV´«HYLGHQW LQ WKHFRUUHODWLRQRIVL]HDQGVKDSH6%DVLVIRU&RXQWHUFODLP DQLPDOV¶EHVWDGDSWDWLRQRIIRUPVWRVL]HE\QDWXUDOVHOHFWLRQ3 UHJXODULW\RIWKHHIIHFWRIIXQGDPHQWDOIRUFHVHJJUDYLW\RQVL]H3%DVLVIRU&RXQWHUFODLPJHRPHWU\RIVSDFH63VHUYHVDVD%DVLVIRU WKH&ODLPZKLFKDSSHDUVLQ6ZKRVHUROHDVVXFKLVLQGLFDWHGE\WKHZRUG EHOLHI D &RPPRQ *URXQG DQG D &RXQWHUFODLP DSSHDU LQ 6 ZLWK WKH OH[LFDO LWHPVPXVW«DFNQRZOHGJH DQG HYLGHQW VLJQDOLQJ WKH ODWWHU <HW DQ DGYHUVDWLYH FRQMXQFWLRQ +DOOLGD\DQGFRQWUDVWLYHGLVFRXUVHPDUNHUSURPLQHQW LQ WKLVSDWWHUQ LQIRUPV WKH VWDUWRI D&RXQWHUFODLP 6LQFH 6 LV FRQFHUQHG ZLWK ZKHUH WKDW ODZIXOQHVV LV WR EH IRXQG LH LQ WKHFRUUHODWLRQRIVL]HDQGVKDSH WKLV VHQWHQFH LV WREH LQFOXGHGLQ WKH&RXQWHUFODLP)LQDOO\3SURYLGH %DVHV IRU WKH &RXQWHUFODLP HODERUDWLQJ RQ LWV WKHRUHWLFDO EDFNJURXQG0HDQZKLOH WKH&RXQWHUFODLP6DQGLWV%DVHV3FDQDOVREHLQWHUSUHWHGWRIRUPD*1DQGLWV63VRQWKHLURZQ:KDWLVLQWHUHVWLQJKHUHLVWKHXVHRIWKHILUVWSHUVRQSOXUDOZHLQWKHVXERUGLQDWHFODXVHRI6KRZHYHUPXFKZHFHOHEUDWH«$OWKRXJKWKHFRKHVLYHGHYLVHRIDGYHUVDWLYHFRQMXQFWLRQKRZHYHUVLJQDOV WKHEHJLQQLQJRID&RXQWHUFODLPRUD&RUUHFWLRQDFFRUGLQJWR+RH\ WKHZHVHHPVWRVRIWHQWKHQHJDWLYHHIIHFWRIFRQIURQWDWLRQZKLFKLQHYLWDEO\DFFRPSDQLHVDQ\SUHVHQWDWLRQRIDFRXQWHUFODLP,WLQGLFDWHVWKDWµ\RXDQG,DUHRQWKHVDPHVLGHRIWKHDUJXPHQW¶DQGIRUHVWDOOVXQQHFHVVDU\DQWDJRQLVPIURP WKHUHDGHU7KLVEXIIHUHIIHFW VHHPV WREH UHLQIRUFHGE\ WKHXVHRIDOVR LQ WKHPDLQFODXVH WRRZKLFK LPSOLHV QRW DGHQLDOEXW DQH[WHQVLRQRUPRGLILFDWLRQRI WKH&ODLPZKLFKLVTXLWHOLNHO\WREHDFFHSWHGE\WKHUHDGHUVDWWKLVSRLQW,QWKLVVHQVHWKHVXERUGLQDWH
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FODXVHRI6FRXOGEHUHJDUGHGDVD&RPPRQ*URXQGDQGWKHPDLQFODXVHDVPRUHRIDQDGGLWLRQWKDQDFRXQWHUFODLP 7KHZULWHUVHHPVWREHXVLQJWKHPDWFKLQJUHODWLRQVTXLWHHIIHFWLYHO\KHUHVHH7DEOHSXWWLQJKLVFHQWUDOWKHPHUHJXODULW\LQRUJDQLVPVLQDFOHDUFRQWUDVWZLWKWKHSRSXODUEHOLHIRIGLYHUVLW\RIOLIHZLWKRXWZKLFKWKHDUJXPHQWLQWKLVVHFWLRQZRXOGKDYHEHHQOHVVSRZHUIXODQGPRUHGLIILFXOWWRFRPSUHKHQG 7DEOH0DWFKLQJUHODWLRQVLQ3',9(56,7< 5(*8/$5,7<EHOLHYHEHOLHI UHDVRQGRFWRUVRPQLVFLHQFHDQWJLUDIIHMXQJOH WKHRU\EOXHSULQWGLYHUVLW\SHFXOLDULWLHV ODZIXOQHVVUHJXODULW\EDVLFGHVLJQFRUUHODWLRQDQLPDOV SK\VLFDOREMHFWV QDWXUDOVHOHFWLRQIXQGDPHQWDOIRUFHVJUDYLW\ LQDUHJXODUZD\V\VWHPDWLFDOO\,WZRXOG QRW EH VXUSULVLQJ WR VHHPDWFKLQJ UHODWLRQV LQ WKH&&SDWWHUQ FRQVLGHULQJ WKHLU FHQWUDOIXQFWLRQRIFRQWUDVWLQJWZRRSSRVLQJSDUWLHVDJDLQVWHDFKRWKHUIRUWKHVXSUHPDF\RIRQHRYHUWKHRWKHU$OWKRXJKWKHUHDUHVHYHUDOSDLUVZKLFKFRXOGEHUHJDUGHGDVPDWFKHGLWHPVHJVL]HVKDSHEHOLHYHUHDVRQ DQWJLUDIIH LQ WKHRU\EOXHSULQWEHLQJ WKH RQH WKDW WKH ZULWHU IRFXVHV RQ PRVWVKRXOGEHWKDWRIGLYHUVLW\DQGUHJXODULW\,WFRXOGEHVDLGWKDWZKDWLVKHOGFRQVWDQW:LQWHULVWKHFRQWUDVWEHWZHHQWKHWZRFRQFHSWVDQGWKHUHDUHVHYHUDOYDULDEOHVZKLFKH[HPSOLI\WKHP+RZHYHUHPSKDVLVLVFOHDUO\PRUHRQUHJXODULW\WKDQRQGLYHUVLW\$QDO\VLVRI33UREOHP6ROXWLRQ3DWWHUQRI33 ZKLFK FRQVWLWXWH 63 RI WKH RYHUDOO *6 SDWWHUQ VHHP WR IRUP D 36 SDWWHUQ 6HH$SSHQGL[IRUWKHFRPSRQHQWLDODQDO\VLVRIWKHSDUDJUDSKV6HYHUDOVLJQDOLQJOH[LFDOLWHPVFDQEHGHWHFWHGKHUH6XIIHULQ6LQGLFDWHVD3UREOHPVROXWLRQLQ6RQHRIµGLVFRXUVHRUJDQL]LQJZRUGV¶DFFRUGLQJ WR0F&DUWK\FOHDUO\ VLJQDOVD5HVSRQVH DQG DOVR LGHQWLILHV GHFUHDVLQJ VXUIDFH DV WKH SUREOHP 3 ZKLFK VWDUWV ZLWK WKHLQWHUURJDWLYHZLWKDQDQDSKRULF UHIHUHQFHRI WKLVFRXOGEH LQWHUSUHWHGDVD6LWXDWLRQEHFDXVH WKHSDUDJUDSK UHWURVSHFWLYHO\SURYLGHV D EDFNJURXQG LQIRUPDWLRQDERXWZKDW DVSHFW RI WKH6LWXDWLRQFDQEHDIIHFWHGE\WKH3UREOHP)XUWKHUPRUHWKHWZRVXEMHFWVRI6>V@RPHVLPSOHUDQLPDOVDFRPSDUDWLYH UHIHUHQFH VHUYLQJ WR PDLQWDLQ WH[WXDO FRKHVLRQ +DOOLGD\   DQG 6>R@WKHU DQLPDOV VXJJHVW GLIIHUHQW 5HVSRQVHV WR WKH VDPH 3UREOHP 6HH $SSHQGL[  IRU WKHVXPPDU\RIWKHVLJQDOLQJZRUGV7KH5HVSRQVHVYDU\DFFRUGLQJWRWKHW\SHRIDQLPDOVDQGVRGRWKH(YDOXDWLRQV:KHUHDVWKHVROXWLRQRIFRPSOH[DQLPDOVLVHYDOXDWHGSRVLWLYHO\WKRVHRIWKHRWKHUWZRNLQGVRIDQLPDOVDUHQRW6LQFHWKHQHJDWLYH(YDOXDWLRQLQ6LVEH\RQGUHWULHYDO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WKLVPHDQVWKDWLWLVWKH RQO\ UHVSRQVH DYDLODEOH WR WKH WDSHZRUP VLQFH WKH OLNHZLVH QHJDWLYH (YDOXDWLRQ LQ 6 LVEDVHGRQ WKH K\SRWKHWLFDO5HVSRQVH WKH UHDO UHVSRQVH LQ6 LV WKH RQO\ FKRLFH WKDW LV OHIW IRULQVHFWVVHH$SSHQGL[IRUWKHUHFXUVLYHQDWXUHRIWKH36SDWWHUQ7R VXPPDUL]H WKLV XQLW 3 VHHPV WR IRUP D 36 SDWWHUQ H[FHSW WKDW LW GHYLDWHV IURP WKHW\SLFDOVHTXHQFH6HFWLRQRIWKH3UREOHPSUHFHGLQJWKH6LWXDWLRQQRWWKHRWKHUZD\URXQG$µVWDQGDUG¶YHUVLRQZRXOGEHDVIROORZV 6LWXDWLRQ 0DQ\IXQFWLRQVWKDWGHSHQGXSRQVXUIDFHVPXVWVHUYHWKHHQWLUHYROXPHRIWKHERG\33UREOHP >+RZHYHU@ >V@LPSO\ E\ JURZLQJ ODUJHU DQ\ REMHFW ZLOO VXIIHU FRQWLQXDOGHFUHDVHLQUHODWLYHVXUIDFHDUHDZKHQLWVVKDSHUHPDLQVXQFKDQJHG35HVSRQVH >/@DUJHDQGFRPSOH[RUJDQLVPVKDYHUHVSRQGHGE\WKHGHYHORSPHQWRILQWHUQDORUJDQV3(YDOXDWLRQSRVLWLYH >,WKDVHQDEOHG@SURJUHVVLYHHYROXWLRQ3
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4XHVWLRQ$QVZHUDQG*HQHUDO6SHFLILF3DWWHUQVLQ33 LQ LWVHOI VHHPV WR IROORZ D4XHVWLRQ$QVZHU 4$ SDWWHUQ +RH\  ZLWK6REYLRXVO\SRVLQJDTXHVWLRQDQGWKHUHVWRIWKHSDUDJUDSKDQVZHULQJLWVHH7DEOH7KHILUVWWZRVHQWHQFHVFDQEHFRQQHFWHGZLWKWKHFRQMXQFWLRQEHFDXVHLQ9RFDEXODU\:LQWHUDLQ+RH\7KH DQVZHULQJSDUW RI3 LWVHOI FRQVWLWXWHV D*6SDWWHUQZLWK6 IXQFWLRQLQJDV DJHQHUDOVWDWHPHQWDQGWKHUHVWRIWKHSDUDJUDSKVSHFLI\LQJLW 7DEOH4$SDWWHUQLQ3
48(67,216:K\LVWKLVLPSRUWDQWWRDQLPDOV"
$16:(5 *160DQ\IXQFWLRQVWKDWGHSHQGXSRQVXUIDFHVPXVWVHUYHWKHHQWLUHYROXPHRIWKHERG\
636IRRGGLJHVWLRQ 636R[\JHQDEVRUSWLRQ 636ZHLJKWVXSSRUWLQJ 636*DOLOHR¶VGLVFRYHU\636WKDWODUJHDQLPDOVQHHGGLVSURSRUWLRQDWHWKLFNHQLQJRIERQHV7KHVSHFLILFVGLVSOD\ERWKKRUL]RQWDO DQGYHUWLFDO UHODWLRQV63DOO LQGLFDWH VXUIDFHGHSHQGDQWIXQFWLRQV DQG WKXV DUH KRUL]RQWDO ZKHUHDV 63 DUH YHUWLFDO ZKHUH 63 ERQH DQG ZHLJKW LVHODERUDWHGE\63*DOLOHRWKHILUVWGLVFRYHUHUZKLFKLQWXUQLVMXVWLILHGE\63 *HQHUDO6SHFLILF3DWWHUQLQ33VHHPV WREHRUJDQL]HG LQD*6SDWWHUQ VHH7DEOH7KH VXEMHFW RI6 >R@QHVROXWLRQFRXOGFRQVWLWXWHDQDGYDQFH ODEHO )UDQFLVDQG WKHGHYHORSPHQWRI LQWHUQDORUJDQV LWVOH[LFDOL]DWLRQ63DUHDOOFRQFUHWHH[DPSOHVRIWKH*1RI6       7DEOH*6SDWWHUQLQ3 *16GHYHORSPHQWRILQWHUQDORUJDQV636FRQYROXWHGOXQJV 636H[WHQVLYHFLUFXODWRU\V\VWHP 636YLOOLRIVPDOOLQWHVWLQH7KH ZULWHU GLG QRW PDWFK WKH 63V RI WKH VXUIDFHGHSHQGLQJ IXQFWLRQV ZLWK WKRVH RI GHYHORSHGLQWHUQDORUJDQVWKDWLVWKHWKUHHVSHFLILFVLQ3DSSHDUHGLQWKHRUGHURI63IRRGGLJHVWLRQ63R[\JHQ DEVRUSWLRQ DQG 63 ZHLJKW VXSSRUWLQJ WKH ILUVW WZR RI ZKLFK VKRXOG KDYHFRUUHVSRQGHGZLWK 63 YLOOL RI VPDOO LQWHVWLQH DQG 63 FRQYROXWHG OXQJV RI 3 UHVSHFWLYHO\7KXVKDGWKHRUGHURIWKH63VRI3EHHQ63DQGWKHPDWFKLQJUHODWLRQVEHWZHHQIXQFWLRQVDQGRUJDQVPLJKWKDYHEHHQFOHDUHU$QDO\VLVRI3*HQHUDO6SHFLILF3DWWHUQ7KLVVHJPHQW3FDQEHLQWHUSUHWHGWREHIROORZLQJD*6SDWWHUQVHH7DEOHEHORZIRULWVKLHUDUFKLFDODQDO\VLV6FRQVWLWXWHVD*1DFFRPSDQLHGE\WZR63VLQ63SUHVHQWVWZRKRUL]RQWDOVXEVSHFLILFVWZRW\SHVRIVXUIDFHIRUFHVRI63RIWKHSUHYLRXVSDUDJUDSK3/LNHZLVH3FRQWLQXHVWRHODERUDWHRQ63RI3DVLVLQGLFDWHGE\WKHZRUGDOVR6ZKLFKPDNHVLWKRUL]RQWDOWR3LQLWVIXQFWLRQDVDVXE63$WWKHVDPHWLPHLWIRUPVDVXERUGLQDWH*6SDWWHUQLQWURGXFLQJDUHODWHGJUDYLW\EXWQHZDVSHFWRIWKHVDPHWRSLFGLIIHUHQWPRGHRIJURZWK3FDQEHUHJDUGHGDVDQRWKHUVSHFLILFDWLRQQRWRI63RI3EXWRI3DVDZKROHEHFDXVH LWSURYLGHV D FRQFUHWH H[DPSOH RISULVRQHUV RI WKH SHUFHSWLRQV RI WKH*1 RI 30HDQZKLOH 3
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LWVHOIFRQWDLQVD*6SDWWHUQZKHUH6VHUYHVDVD*16DV636DV63DQG6DVDYHUWLFDO63RIWKH636HH$SSHQGL[IRUWKHWUHHGLDJUDPDQDO\VLV$SSHQGL[IRU WKH PDWFKLQJ UHODWLRQV LQ 3  DQG  DQG $SSHQGL[  IRU D SRVVLEOH UHDGLQJFRPSUHKHQVLRQH[HUFLVHIRFXVLQJRQWKHPDWFKLQJUHODWLRQV7DEOH+LHUDUFKLFDODQDO\VLVRI*63DWWHUQVLQ33 *16SULVRQHUVRISHUFHSWLRQVIDLOLQJWRUHFRJQL]HGLIIHUHQWZRUOGRIVPDOODQLPDOV
63UHDVRQ6ODUJHDQLPDOVKXPDQVUXOHGE\JUDYLW\
63UHDVRQ *16VPDOODQLPDOVLQVHFWVUXOHGE\VXUIDFHIRUFHV
 3 63H[DPSOH6VXUIDFHDGKHVLRQ
63H[DPSOH6IULFWLRQDOIRUFHV
3 63HODERUDWLRQ *16GLIIHUHQWPRGHRIJURZWK63H[SODQDWLRQ6PROWLQJ3 63 *16PRYLHFUHDWRUVFDSWLYHVRIRZQSHUFHSWLRQV
63H[DPSOH6VPDOOSHRSOH 63H[DPSOH6ODUJHLQVHFWV
 63H[SODQDWLRQ6«WKHLUVKHHUEXONZRXOGKDYHJURXQGHGWKHPSHUPDQHQWO\>1RWH@$OWKRXJK3VKRXOGEHSODFHGQH[WWR3DVLVGHPRQVWUDWHGLQWKHWUHHGLDJUDPLQ$SSHQGL[GXHWRWKHVSDWLDOOLPLWDWLRQLWLVSRVLWLRQHGEHORZ33UREOHP6ROXWLRQ3DWWHUQLQ33VHHPVVWUXFWXUHGLQD36SDWWHUQ7KHIROORZLQJLVWKHFRPSRQHQWLDODQDO\VLV6LWXDWLRQ ,QVHFWVGLVFDUGDQH[WHUQDOVNHOHWRQIRUJURZWKEXWWKHERG\PXVWUHPDLQVRIWEHWZHHQVKHGGLQJDQGUHJURZWK63UREOHP >$V WKH\ JURZ ODUJHU VR GRHV@ WKH LQIOXHQFH RI JUDYLWDWLRQDO IRUFHV 6LPSOLHG5HVSRQVH WKHVPDOOVL]HRILQVHFWV6(YDOXDWLRQ 7KHUHODWLYHZHDNQHVVRIJUDYLWDWLRQDOIRUFHV«SHUPLWVDPRGHRIJURZWKWKDWODUJHDQLPDOVFRXOGQRWPDLQWDLQ6+HUH WKH (YDOXDWLRQ FRPHV QRW ODVW EXW ILUVW LQ 6 EHFDXVH RI LWV DSSRVLWLRQDO UROH WR WKHSUHYLRXVSDUDJUDSK3ERWKVHUYLQJDVVXEVSHFLILFVRI63RI3VHH7DEOHDERYH:KDWLVRI LQWHUHVW LV WKH SDLULQJ RI ODUJH PDPPDOV ZLWK LQVHFWV SODFHG LQ WKH VDPH VLWXDWLRQ 7KLVLQWULJXLQJ PDWFKLQJ IXQFWLRQV YHU\ HIIHFWLYHO\ LQ GHPRQVWUDWLQJ ERWK WKH QHFHVVLW\ IRU ODUJHDQLPDOVWRSRVVHVVUREXVWVWUXFWXUHVWRVXSSRUWWKHPVHOYHVDQGIRULQVHFWVWREHVPDOO)XUWKHUPRUH3LVXQLTXH LQWKDW LW LVFRQFHUQHGERWKZLWK63DQG63RI WKHRYHUDOO*6SDWWHUQ7KLVLVEHFDXVHWKHH[WHUQDOVNHOHWRQRILQVHFWVIXQFWLRQVERWKDVDVXUIDFHµWKDWPXVWVHUYHWKH HQWLUH YROXPH RI WKH ERG\¶ 63 DQG DOVR DV D VXSSRUW WKDWPXVW KROG XS WKH ERG\ DJDLQVWJUDYLW\ 63 ,Q WKHDQDO\VLVRI63VHH$SSHQGL[5HVSRQVHRI LQVHFWVZDV WR IXQFWLRQ
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R[\JHQDEVRUSWLRQDQGK\SRWKHWLFDOKHUHLQ3KRZHYHUWKH5HVSRQVHLVWRIXQFWLRQZHLJKWVXSSRUWLQJ DQG UHDO+HQFH DPRGLILFDWLRQ FDQ EHPDGH RI WKH GLDJUDPZLWK WKH 5HVSRQVHV RILQVHFWVODUJHDQLPDOVDQGFUXVWDFHDQVDGGHGWRLWVHH'LDJUDPEHORZ6HHDOVR$SSHQGL[IRUWKHVXPPDU\RIWKHOH[LFDOVLJQDOV
1RWH53 5HVSRQVHIXQ IXQFWLRQ'LDJUDP363DWWHUQVLQ363DQG363MX[WDSRVHG&ODLP&RXQWHUFODLP'HQLDO3DWWHUQLQ3$OWKRXJKLWKDVDOUHDG\EHHQVKRZQWKDW3DVDZKROHVHUYHVDV63RI*1RI3DQGWKDWLW
533UHDORIODUJHFRPSOH[RUJDQLVPVWRIXQ GHYHORSPHQWRILQWHUQDORUJDQV
SRVLWLYH 5(68/7SURJUHVVLYHHYROXWLRQ
352%/(0 RIGHFUHDVLQJVXUIDFHV36LPSO\ E\ JURZLQJ ODUJHU DQ\ REMHFW ZLOO VXIIHUFRQWLQXDOGHFUHDVH LQ UHODWLYH VXUIDFHDUHDZKHQLWVVKDSHUHPDLQVXQFKDQJHG
533UHDORIVLPSOHUDQLPDOVWDSHZRUPWRIXQGUDVWLFDOWHUDWLRQRIHQWHUVKDSH
533K\SRWKHWLFDORILQVHFWV WRIXQQXPHURXVFRQYROXWHGLQYDJLQDWLRQV
QHJDWLYHEXWLUUHWULHYDEOH5(68/7SODVWLFLW\IRUIXUWKHUFKDQJHVDFULILFHG
QHJDWLYH5(68/7DOOLQYDJLQDWLRQDQGQRURRPIRULQWHUQDOSDUWV
6,78$7,21 RIVXUIDFHVHUYLQJYROXPH30DQ\IXQFWLRQVWKDWGHSHQGXSRQVXUIDFHVPXVWVHUYHWKHHQWLUHYROXPHRIWKHERG\IXQFWLRQIRRGGLJHVWLRQR[\JHQDEVRUSWLRQZHLJKWVXSSRUWLQJ
6,78$7,21 RIJURZWK3,QVHFWV GLVFDUG DQ H[WHUQDO VNHOHWRQ IRU JURZWKEXWERG\PXVWUHPDLQVRIWEHWZHHQVKHGGLQJDQGUHJURZWK6
352%/(0RILQFUHDVLQJJUDYLW\3>$V WKH\ JURZ ODUJHU VR GRHV@ WKH LQIOXHQFH RIJUDYLWDWLRQDOIRUFHVLPSOLHG
53UHDORIOREVWHUVFUDEVWRIXQVWD\LQZHLJKWOHVVEXR\DQF\RIZDWHU
53K\SRWKHWLFDORIODUJHDQLPDOV WRIXQEHODUJH
53¶UHDORILQVHFWVWRIXQUHPDLQVPDOO
SRVLWLYH 5(68/7  LPSOLHG
QHJDWLYH5(68/7FROODSVHWRDIRUPOHVVPDVV
SRVLWLYH5(68/7PDLQWDLQFRKHVLRQDQGJURZPXFKODUJHUWKDQLQVHFWV
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HPERGLHV D*6 SDWWHUQZLWKLQ LWVHOI VHH 7DEOH  DQG$SSHQGL[  WKH 63PLJKW EH IXUWKHUDQDO\]HGLQWHUPVRID&&'HQLDOVWUXFWXUH+RH\6HHEHORZ 5HDVRQIRU&ODLP«DQRUPDODQWLVDIUDFWLRQRIDQLQFKORQJDQGFDQIO\KXQGUHGVRIIHHWWKHVHDQWVDUHPDQ\IHHWORQJ6&ODLP «>WKH\@PXVWEHDEOHWRIO\DVPXFKDVPLOHV65HDVRQIRU&RXQWHUFODLP'HQLDO %XWWKHDELOLW\WRIO\GHSHQGVXSRQWKHVXUIDFHDUHDRIZLQJV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ZKLOHWKHZHLJKWWKDWPXVWEHERUQHDORIWLQFUHDVHVDVWKHFXEHRIOHQJWKLPSOLHG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6&RXQWHUFODLP'HQLDO«WKHLUVKHHUEXONZRXOGKDYHJURXQGHGWKHPSHUPDQHQWO\6$QDO\VLVRI3DQG)RRWQRWH*HQHUDO6SHFLILFDQG&ODLP&RXQWHUFODLP3DWWHUQV3DQGLWVIRRWQRWHFRXOGFRQVWLWXWHDQµRGGPDQRXW¶LQWKLVH[SRVLWRU\WH[WEHFDXVHWKH\DUHWKH RQO\ VHJPHQWV WKDW GLVFXVV QRW VL]H DQG VKDSH EXW VL]H DQG IRUFH NLQHWLF HQHUJ\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)1LVVHHQWREHVXSSOHPHQWDU\WR3 LW LVSRVVLEOHWRLQWHUSUHW LWDVD&RXQWHUFODLPRU&RUUHFWLRQDFFRUGLQJWR+RH\KHQFHIRUPLQJD&&SDWWHUQVHH$SSHQGL[/H[LFDOVLJQDOVFDQEHIRXQGLQ)1SRLQWHGRXWIRU&RUUHFWLRQDQG)1VRIRU$IILUPDWLRQ$QDO\VLVRI37UDQVLWLRQDQG&ODLP&RXQWHUFODLP3DWWHUQLQ33VHHPVWRZRUNDVDWUDQVLWLRQDOVWDJHLQWKHRYHUDOORUJDQL]DWLRQWKDWEULGJHVLWVWZRPDMRUVXEMHFWVRIDQDO\VLVRIWKHWH[WLHRUJDQLVPVDQGFKXUFKHVVHH7DEOH,WVXPPDUL]HVZKDWKDVEHHQ GLVFXVVHG VR IDU DQG WKHQ LQWURGXFHV ZKDW LV WR FRPH ZKLFK UHVHPEOHV 7DGURV¶ LGHD RI5HFDSLWXODWLRQ7KHVKLIW LQDUJXPHQWIURPRQHVXEMHFWWRDQRWKHULVOH[LFDOO\VLJQDOHGE\ WKH FRQMXQFWLRQ\HW 6$OVR WKH SDUDJUDSK RQ LWV RZQ VHHPV WR EH RUJDQL]HG LQ D&&SDWWHUQ VHH EHORZ LQZKLFK WKH&ODLP LV QRW GHQLHG RU FRUUHFWHG EXWPRGLILHG DV LV OH[LFDOO\VLJQDOHGE\H[WHQGDQGDVZHOODVFRQMXQFWLRQRIDGGLWLRQLQ6 &ODLP 7KLVVLPSOHSULQFLSOHRIGLIIHUHQWLDOVFDOLQJZLWK LQFUHDVLQJVL]HPD\ZHOOEHWKHPRVWLPSRUWDQWGHWHUPLQDQWRIRUJDQLFVKDSH66XSSRUWIRU&ODLP-%6+DOGDQHRQFHZURWHWKDW³FRPSDUDWLYHDQDWRP\LVODUJHO\WKHVWRU\RIWKHVWUXJJOHWRLQFUHDVHVXUIDFHLQSURSRUWLRQWRYROXPH´6&RXQWHUFODLPPRGLILFDWLRQ<HWLWVJHQHUDOLW\H[WHQGVEH\RQGOLIHVWFODXVHRI65HDVRQIRU&RXQWHUFODLPWKHJHRPHWU\RIVSDFHFRQVWUDLQVVKLSVEXLOGLQJVDQGPDFKLQHVDVZHOODVDQLPDOVQGFODXVHRI6*HQHUDO6SHFLILFDQG3UREOHP6ROXWLRQ3DWWHUQVLQ33ZKLFK FRQVWLWXWH WKH WKLUG VSHFLILF 63RI WKHRYHUDOO RUJDQL]DWLRQRI WKH WH[W VHH7DEOHVHHPWRIROORZD*6SDWWHUQ6LVDQREYLRXV*1WKHUHVWRI3DQG3ZKLFKDUHFRQFHUQHGZLWK WZR WHVWLQJ VXEMHFWV IRUP63V DQG6 «EXW WKH ODZVRI VL]H UHTXLUHG WKHLU
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SUHVHQFH VHUYHVDVDFRQFOXGLQJ*1+RZHYHU LW LV DOVRSRVVLEOH WR LQWHUSUHW3 WRHPEHGDQRWKHU SDWWHUQ ZLWKLQ D 36 SDUDOOHO WR WKDW LQ 3 VHH $SSHQGL[  'LDJUDP  EHORZGHPRQVWUDWHVDFRPSRQHQWLDODQDO\VLVRI3 
'LDJUDP33SDWWHUQLQ3$OVRVHH$SSHQGL[IRUWKHVXPPDU\RIWKHPDWFKLQJUHODWLRQV$QDO\VLVRI3*HQHUDO6SHFLILF3DWWHUQLQ33DFRQFOXGLQJ*1LQWKHRYHUDOO*6SDWWHUQRIWKLVWH[WVHHPVWRIRUPD*6SDWWHUQRQLWVRZQ ZLWK 6 VHUYLQJ DV D *1 DQG WKH UHVW 6 DV 63V H[SODQDWLRQV EDVHG RQ WKHPDWFKLQJ UHODWLRQV EHWZHHQ ODUJH DQLPDOV DQG ODUJH FKXUFKHV VHH 7DEOH  EHORZ 7KHFRPSDULVRQ EHWZHHQ WKHVH WZR VXEMHFWV SURFHHGV QRW LQ WKH SDWWHUQ RI $$$²%%% EXW$%²$%²$%SDWWHUQ+HDVOH\6HH$SSHQGL[IRUDV\QWDFWLFSDUDOOHOLVPIRXQGLQ 6 DQG 6 $OWKRXJK WKH 63V FRQWDLQ D FRQFHVVLRQ LQ 6 OLPLWV H[SDQGHG E\LQYHQWLRQVWKHFRQFOXVLRQHQGVZLWKWKHDIILUPDWLRQRIWKHGRPLQDQWODZVRIVL]HDJDLQ 
6,78$7,21/LJKWUHDFKHVWKHLQWHULRUWKURXJKZLQGRZVLQWKHRXWHUZDOORI/LWWOH7H\6
352%/(0RILOOXPLQDWLRQK\SRWKHWLFDO,IZHZHUHWREXLOGDFDWKHGUDOVLPSO\E\HQODUJLQJWKLVGHVLJQ6WKHDUHDRIWKHZLQGRZVZRXOGLQFUHDVHIDUPRUHVORZO\WKDQWKHYROXPHWKDWUHTXLUHVLOOXPLQDWLRQ6
5(63216(VLPSOHHQODUJHPHQWSOXVFDQGOHV6
QHJDWLYH(9$/8$7,217KHLQVLGHZRXOGKDYHEHHQGDUNHUWKDQWKHGHHGRI-XGDV6
SRVLWLYH(9$/8$7,21LPSOLHG
352%/(0RIVXSSRUW UHDO/DUJHZLGWKVFRXOGQRWEHVSDQQHGZLWKRXWLQWHUPHGLDWHVXSSRUWV6
6,78$7,21&HLOLQJV>RIPHGLHYDOFKXUFKHV@ZHUHYDXOWHGLQVWRQH6
QHJDWLYH(9$/8$7,21FROODSVHGWZLFHEXLOWE\SULVRQHUVFRQGHPQHGWRGHDWK6
5(63216(%DWDOKDRIWKHZLGHVWVWRQHYDXOW6
HJ1RUZLFK&DWKHGUDO
PXFKQDUURZHUWKDQ/LWWOH7H\ZLWK³DGDSWDWLRQVRXWSRXFKLQJV´6
5(63216(DOWHUWKHVKDSH6DQGEHUHODWLYHO\QDUURZ6 
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7DEOH*63DWWHUQLQ3EDVHGRQWKHPDWFKLQJUHODWLRQV*16IHZRSWLRQVRIODUJHDQLPDOVDQGODUJHFKXUFKHV
ODUJHDQLPDOV ODUJHFKXUFKHV636WKLFNOHJVVWRXWERGLHV 636ORQJZLWKDEXQGDQWRXWSRXFKLQJVFRQFHVVLRQ636OLPLWVH[SDQGHGE\WKHLQYHQWLRQRILQWHUQDORUJDQV
636OLPLWVH[SDQGHGE\WKHLQYHQWLRQRILQWHUQDOOLJKWLQJDQGVWUXFWXUDOVWHHO
*16EXWWKHODZVVWLOOLQRSHUDWLRQ
63QGFODXVHRI6QRVDJJLQJPLGGOH 63VWFODXVHRI6QRWZLGHUWKDQORQJ
>1RWH@2QHWKLQJQRWLFHDEOHLQWKLVWDEOHLVWKHUHYHUVHRUGHURIWKHSDLULQ6LWLVRQO\KHUHWKDWWKHRUGHU RI DSSHDUDQFH RI WKH PDWFKLQJ SDLU KDV FKDQJHG IURP DQLPDOFKXUFK WR FKXUFKDQLPDO 63ZKLFKFRQFHUQVFKXUFKHV LVGHVFULEHGILUVWDQG63ZKLFKLVDERXWDQLPDOVFRPHVDIWHUWKDW7KLVLVSUREDEO\ EHFDXVH RI WKH OLQJHULQJ HIIHFW RI 63 6 LPPHGLDWHO\ SUHFHGLQJ WKH *1 LQ 6KRZHYHUKDGWKHRUGHULQWKHODVWSDLUEHHQDVLWKDGEHHQEHIRUHWKDWLVDQLPDOFKXUFKWKHPDWFKLQJUHODWLRQPLJKWKDYHEHHQPRUHFRQVLVWHQWDQGFOHDUHU$QDO\VLVRI3DUDJUDSK4XHVWLRQ$QVZHU3DWWHUQ3LVDQDQHFGRWDOFRQFOXVLRQEULQJLQJWKHUHDGHUEDFNWRWKHUHDOLW\ZKLFKLVDFFRPSOLVKHGDORQJZLWKWKHFRPPRQDOLW\RIWKHVLWXDWLRQE\WKHDXWKRU¶VXVHRIWKHILUVWSHUVRQVLQJXODU,DVDQDUUDWRU2QO\ WZLFH KDV LW EHHQ XVHG LQ WKLV H[SRVLWRU\ZRUN KHUH LQ 3 DQG6 DQG WKLVVXGGHQFKDQJHRIUHJLVWHUIURPIRUPDOWRFDVXDORUDVKLIWRIJHQUHIURPH[SRVLWLRQWRQDUUDWLYHVHHPV WR KDYH D SRVLWLYH UHIOHVKLQJ LPSDFW RQ WKH UHDGHU $OWKRXJK LW LV JHQHUDOO\ DFFHSWHG LQSHUVXDVLYHDUJXPHQWDWLYHSDSHU WKDW µDILUVWSHUVRQSRLQWRIYLHZ>VKRXOGEHDYRLGHG@WRKHOS WKHUHDGHU IRFXV RQ WKH VXEMHFW UDWKHU WKDQ WKH ZULWHU¶ 6RUHQVRQ   WKLV GHOLEHUDWHGHYLDWLRQIURPWKHQRUPVHHPVWRZRUNDGYDQWDJHRXVO\WRWKHZULWHUGXHWRLWVIDYRUDEOHHIIHFWRQWKHUHDGHUZKRKDVEHHQOHFWXUHGRQDKLJKO\WKHRUHWLFDOLVVXHIRUTXLWHDZKLOHDQGQRZPD\EHIHHOLQJLQQHHGRIVRPHUHOD[DWLRQ7KHUHFRXQWLQJRIWKLVSDVWH[SHULHQFHLQ3WKRXJKHTXLSSHGZLWKRQO\WZRFRPSRQHQWVRIDVWRU\²RULHQWDWLRQDQGHYHQW²FRXOGEHDQDO\]HGLQWHUPVRI4$SDWWHUQLQJ+RH\  6LWXDWLRQ WZR\RXQJJLUOVLQD1HZ<RUNSOD\JURXQGGLVFXVVLQJWKHVL]HRIGRJV64XHVWLRQVRIDJLUOIRUWKHRWKHUJLUO &DQDGRJEHDVODUJHDVDQHOHSKDQW"6$QVZHUWRWKHTXHVWLRQE\WKHRWKHUJLUO 1R6%DVLVIRU$QVZHU LILWZHUHDVELJDVDQHOHSKDQWLWZRXOGORRNOLNHDQHOHSKDQW6(YDOXDWLRQSRVLWLYH +RZWUXO\VKHVSRNH67KHODVWVHQWHQFH6FDQEHDSRVLWLYH(YDOXDWLRQE\WKHZULWHUWRWKH$QVZHUJLYHQE\WKHJLUO7KH %DVLV IRU WKDW (YDOXDWLRQ LV QRW RIIHUHG KHUH EHFDXVH WKH ZULWHU UHJDUGV LW UHGXQGDQW QRZWUXVWLQJWKHUHDGHUVWRKDYHEHHQFRQYLQFHGE\QRZRIKLVDUJXPHQW
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6XPPDU\RIWKH6XERUGLQDWH3DWWHUQV,WKDVEHHQGHPRQVWUDWHGWKDWWKHVDPSOHWH[WFRQWDLQVZLWKLQLWVRYHUDOO*6SDWWHUQGLIIHUHQWW\SHVRIVXERUGLQDWHSDWWHUQV7KH\DUHVXPPDUL]HGEHORZLQWKHRUGHURIDSSHDUDQFH7DEOH 7DEOH6XPPDU\RI6XERUGLQDWH3DWWHUQVRIWKH7H[WDW/HYHOVDQG6HJPHQW 3DWWHUQ
 &ODLP&RXQWHUFODLP3*HQHUDO6SHFLILF3 3UREOHP6ROXWLRQ34XHVWLRQ$QVZHU*HQHUDO6SHFLILFKRUL]RQWDO	YHUWLFDO3*HQHUDO6SHFLILFKRUL]RQWDO3*HQHUDO6SHFLILFYHUWLFDO3*HQHUDO6SHFLILFYHUWLFDO3 *HQHUDO6SHFLILF3*HQHUDO6SHFLILFKRUL]RQWDO3*HQHUDO6SHFLILF3*HQHUDO6SHFLILFYHUWLFDO	KRUL]RQWDO3&ODLP&RXQWHUFODLP3 *HQHUDO6SHFLILF3)1&ODLP&RXQWHUFODLP)1 5HFDSLWXODWLRQ&ODLP&RXQWHUFODLPH[WHQVLRQ3 *HQHUDO6SHFLILF33UREOHP6ROXWLRQ3 *HQHUDO6SHFLILF3 5HFRXQW4XHVWLRQ$QVZHU33HGDJRJLFDO,PSOLFDWLRQV7KHVDPSOH WH[WFDQEHXWLOL]HGLQVHYHUDO LPSRUWDQWZD\V LQ WKH()/FODVVURRP7KHWHDFKHUFDQGHPRQVWUDWH WR WKHVWXGHQWVKRZGLIIHUHQWVHJPHQWVRI WKH WH[WSOD\GLIIHUHQWVWUXFWXUDO UROHVZLWKLQ DQG \HW IXQFWLRQ FROODERUDWLYHO\ WR IRUP D FRKHUHQW ZKROH 7KH VWXGHQWV FDQ XVH WKDWNQRZOHGJHLQGHYHORSLQJWKHLUUHDGLQJDQGZULWLQJVNLOOV,IWKH\XQGHUVWDQGWKDW(QJOLVKWH[WVDUHW\SLFDOO\ZULWWHQLQDFFRUGDQFHZLWKFHUWDLQFRQYHQWLRQDOSDWWHUQV WKH\FDQIRU LQVWDQFHIRUHVHHWKDWDJHQHUDOVWDWHPHQW*1VKRXOGVRRQEHIROORZHGE\VRPHVSHFLILFV63VWRUHLQIRUFHLW2UZKHQWKH\ZULWHDERXWVRPHGLIILFXOWH[SHULHQFHLQ(QJOLVKZULWLQJFODVVWKH\FDQRUJDQL]HWKHLUZRUNVZLWKIRXUEDVLFFRPSRQHQWVDQGSXW WKHPLQWKHRUGHURIVLWXDWLRQ±SUREOHP±UHVSRQVHHYDOXDWLRQ 6XFKVWUXFWXUDONQRZOHGJHVKRXOGJUHDWO\KHOS OHDUQHUVSURFHVV(QJOLVK WH[WVPRUHHDVLO\ DQGJDLQ D GHHSHU XQGHUVWDQGLQJ RI WKHP LQ UHDGLQJ FRPSUHKHQVLRQ $OVR LQ ZULWLQJ VXFK IRUPDOVFKHPDWD VKRXOG KHOS LPSURYH WKH TXDOLW\ RI WKHLU ZULWLQJV ZKLFK DUH REVHUYDQW RI (QJOLVKFRQYHQWLRQV DQG WKHUHIRUH PRUH DFFHSWDEOH LQ WKH (QJOLVKVSHDNLQJ FRPPXQLW\ $OWKRXJKVWUXFWXUDOSDWWHUQVDQGFODXVHUHODWLRQVPD\QRWEHVRHDV\QRWLRQV WRXQGHUVWDQGIRU OHVV VNLOOHGVWXGHQWVWKH\DUHQRGRXEWZRUWKOHDUQLQJ&RQFOXVLRQ7KLV VWXG\ H[DPLQHG DQ DXWKHQWLF (QJOLVK WH[W WR VHH LI WKHUH DUH DQ\ UHFXUULQJ UKHWRULFDOSDWWHUQV²RYHUDOODQGVXERUGLQDWH²XQGHUO\LQJLWDVZHOODVVRPHVLJQDOVWKDWLQGLFDWHWKHP,WWXUQHGRXWWKDWWKLVWH[WLVRUJDQL]HGRYHUDOOLQD*HQHUDO6SHFLILFSDWWHUQZLWKWKHILUVWIHZSDUDJUDSKVDUJXHGLQKLJKO\DEVWUDFWWKHRUHWLFDOWHUPVIROORZHGE\H[DPSOHEDVHGVSHFLILFVIRUWKHUHVW RI WKH WH[WZKLFK DUHPDQLIHVWHG LQ GLIIHUHQW W\SHV RI VXERUGLQDWH SDWWHUQV$OWKRXJK WKHUHZHUH VRPH FOHDU OH[LFDO VLJQDOV WKDW LQGLFDWHG SDUWLFXODU VWUXFWXUDO SDWWHUQV LW ZDV PRVW E\ WKH
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ORJLFDOGHYHORSPHQWRIWKHDUJXPHQWLWVHOIWKDWWKHVWUXFWXUDOSDWWHUQVRIWKLVWH[WZHUHLGHQWLILHG'XULQJWKHSURFHVVRIWH[WH[DPLQDWLRQDQRWKHUQRWLFHDEOHIHDWXUHRIWKHWH[WEHFDPHDSSDUHQWWKDW LV WKHSUHYDOHQWXVHRIPDWFKLQJUHODWLRQV7KH\IXQFWLRQHGHIIHFWLYHO\ WRFODULI\ WKHFHQWUDOSURSRVLWLRQ RI WKH DXWKRU¶V DUJXPHQW RI WKH FRUUHODWLRQ EHWZHHQ VL]H DQG VKDSH E\ MX[WDSRVLQJWKHVHWZRDWWULEXWHVIRUWKHHIIHFWRIFRQWUDVW,WSURYHGWREHTXLWHDSRZHUIXOZD\RISHUVXDVLRQ,W ZDV ZHOO ZRUWKZKLOH DQG HQFRXUDJLQJ WR GLVFRYHU WKDW DQ DXWKHQWLF (QJOLVK WH[W FDQ EHDQDO\]HGZLWKD OLPLWHGQXPEHURIVWUXFWXUDOSDWWHUQV6XFKIRUPDOVFKHPDWDZKHQHPSOR\HG LQWKH SURFHVV RI UHDGLQJ LQ JHQHUDOZRXOG FHUWDLQO\ KHOS WKH OHDUQHU HQJDJH LQ DPRUH VXFFHVVIXOµGLDORJXH¶ ZLWK WKH ZULWHU 6WXGLHV RQ WKH VWUXFWXUDO SDWWHUQLQJ XVHG LQ DXWKHQWLF (QJOLVK WH[WVZRXOGKHQFHKDYHDJUHDWSRWHQWLDOLQFRQWULEXWLQJWRWKHIXUWKHUGHYHORSPHQWRI()/WHDFKLQJLQ-DSDQ5HIHUHQFHV%DFKPDQ/)DQG3ODPHU$/DQJXDJH7HVWLQJLQ3UDFWLFH2[IRUG283&RRN*'LVFRXUVH2[IRUG2[IRUG8QLYHUVLW\3UHVV&RXOWKDUG0D$GYDQFHVLQ:ULWWHQ7H[W$QDO\VLV/RQGRQ5RXWOHGJH&RXOWKDUG 0 E µ2Q DQDO\]LQJ DQG HYDOXDWLQJ ZULWWHQ WH[W¶ LQ0DOFROP &RXOWKDUG HG$GYDQFHVLQ:ULWWHQ7H[W$QDO\VLV/RQGRQ5RXWOHGJH)UDQFLV*µ/DEHOOLQJGLVFRXUVHDQDVSHFWRIQRPLQDOJURXSOH[LFDOFRKHVLRQ¶LQ0DOFROP&RXOWKDUGHG$GYDQFHVLQ:ULWWHQ7H[W$QDO\VLV/RQGRQ5RXWOHGJH*RXOG6-(YHU6LQFH'DUZLQ5HIOHFWLRQVLQ1DWXUDO+LVWRU\1HZ<RUN::1RUWRQ	&RPSDQ\+DOOLGD\0$.$Q,QWURGXFWLRQWR)XQFWLRQDO*UDPPDUQGHGLWLRQ/RQGRQ(GZDUG$UQROG+DUPHU-7KH3UDFWLFHRI(QJOLVK/DQJXDJH7HDFKLQJ/RQGRQ/RQJPDQ+HDVOH\/+%6WXG\:ULWLQJQGHGLWLRQ&DPEULGJH&DPEULGJH8QLYHUVLW\3UHVV+RH\0µ6LJQDOOLQJLQGLVFRXUVHDIXQFWLRQDODQDO\VLVRIDFRPPRQGLVFRXUVHSDWWHUQLQZULWWHQDQGVSRNHQ(QJOLVK¶LQ0DOFROP&RXOWKDUGHG$GYDQFHVLQ:ULWWHQ7H[W$QDO\VLV/RQGRQ5RXWOHGJH+RH\ 0  7H[WXDO ,QWHUDFWLRQ $Q LQWURGXFWLRQ WR ZULWWHQ GLVFRXUVH DQDO\VLV /RQGRQ5RXWOHGJH+XQVWRQ6  µ(YDOXDWLRQDQGRUJDQL]DWLRQ LQ D VDPSOHRIZULWWHQ DFDGHPLF GLVFRXUVH¶ LQ0DOFROP&RXOWKDUGHG$GYDQFHVLQ:ULWWHQ7H[W$QDO\VLV/RQGRQ5RXWOHGJH.DQH767KH1HZ2[IRUG*XLGHWR:ULWLQJ2[IRUG2[IRUG8QLYHUVLW\3UHVV.LQJILVKHUµ8VHIXOSODQWV¶LQ.LQJILVKHU&KLOG¶V:RUOG(QF\FORSHGLD/RQGRQ.LQJILVKHU0F&DUWK\ 0  'LVFRXUVH $QDO\VLV IRU /DQJXDJH 7HDFKHUV &DPEULGJH &DPEULGJH8QLYHUVLW\3UHVV5LFKDUGV - & DQG 6FKPLGW 5 /RQJPDQ'LFWLRQDU\ RI /DQJXDJH 7HDFKLQJ 	 $SSOLHG/LQJXLVWLFVUGHGLWLRQ(VVH[3HDUVRQ(GXFDWLRQ6RUHQVRQ6 :HEVWHU¶V1HZ:RUOG706WXGHQW:ULWLQJ+DQGERRN WKHGLWLRQ&OHYHODQG:LOH\3XEOLVKLQJ,QF6ZDOHV - 0 DQG )HDN & %  $FDGHPLF :ULWLQJ IRU *UDGXDWH 6WXGHQWV 0LFKLJDQ8QLYHUVLW\RI0LFKLJDQ3UHVV7DGURV$µ3UHGLFWLYHFDWHJRULHVLQH[SRVLWRU\WH[W¶LQ0DOFROP&RXOWKDUGHG$GYDQFHVLQ:ULWWHQ7H[W$QDO\VLV/RQGRQ5RXWOHGJH7DNDKDVKL0HWDO2QH:RUOG(QJOLVK5HDGLQJ7RN\R.\RLNX6KXSSDQ3XEOLVKLQJ&R7,0(µ*LYLQJ(DUWKD9RLFH¶7,0(1RYHPEHU:LQWHU(µ&ODXVHUHODWLRQVDVLQIRUPDWLRQVWUXFWXUHWZREDVLFWH[WVWUXFWXUHVLQ(QJOLVK¶LQ0DOFROP&RXOWKDUGHG$GYDQFHVLQ:ULWWHQ7H[W$QDO\VLV/RQGRQ5RXWOHGJH
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$SSHQGL[6L]HDQG6KDSH 6L]HDQG6KDSH               :KRFRXOGEHOLHYHDQDQWLQWKHRU\"$JLUDIIHLQEOXHSULQW"7HQWKRXVDQGGRFWRUVRIZKDW¶VSRVVLEOH&RXOGUHDVRQKDOIWKHMXQJOHRXWRIEHLQJ -2+1&,$5',¶V OLQHVUHIOHFW DEHOLHI WKDW WKHH[XEHUDQWGLYHUVLW\RI OLIHZLOO IRUHYHU IUXVWUDWHRXUDUURJDQW FODLPV WR RPQLVFLHQFH  <HW KRZHYHU PXFK ZH FHOHEUDWH GLYHUVLW\ DQG UHYHO LQ WKHSHFXOLDULWLHV RI DQLPDOV ZH PXVW DOVR DFNQRZOHGJH D VWULNLQJ ³ODZIXOQHVV´ LQ WKH EDVLF GHVLJQ RIRUJDQLVPV7KLVUHJXODULW\LVPRVWVWURQJO\HYLGHQWLQWKHFRUUHODWLRQRIVL]HDQGVKDSH  $QLPDOV DUH SK\VLFDO REMHFWV  7KH\ DUH VKDSHG WR WKHLU DGYDQWDJH E\ QDWXUDO VHOHFWLRQ &RQVHTXHQWO\ WKH\ PXVW DVVXPH IRUPV EHVW DGDSWHG WR WKHLU VL]H  7KH UHODWLYH VWUHQJWK RI PDQ\IXQGDPHQWDO IRUFHV JUDYLW\ IRU H[DPSOH YDULHV ZLWK VL]H LQ D UHJXODU ZD\ DQG DQLPDOV UHVSRQG E\V\VWHPDWLFDOO\DOWHULQJWKHLUVKDSHV 7KHJHRPHWU\RIVSDFHLWVHOILVWKHPDMRUUHDVRQIRUFRUUHODWLRQVEHWZHHQVL]HDQGVKDSH6LPSO\E\ JURZLQJ ODUJHU DQ\ REMHFW ZLOO VXIIHU FRQWLQXDO GHFUHDVH LQ UHODWLYH VXUIDFH DUHD ZKHQ LWV VKDSHUHPDLQVXQFKDQJHG7KLVGHFUHDVHRFFXUVEHFDXVHYROXPHLQFUHDVHVDVWKHFXEHRIOHQJWKOHQJWKîOHQJWKîOHQJWKZKLOHVXUIDFHLQFUHDVHVRQO\DVWKHVTXDUHOHQJWKîOHQJWKLQRWKHUZRUGVYROXPHJURZVPRUHUDSLGO\WKDQVXUIDFH :K\ LV WKLV LPSRUWDQW WR DQLPDOV" 0DQ\ IXQFWLRQV WKDW GHSHQG XSRQ VXUIDFHVPXVW VHUYH WKHHQWLUH YROXPH RI WKH ERG\  'LJHVWHG IRRG SDVVHV WR WKH ERG\ WKURXJK VXUIDFHV   R[\JHQ LVDEVRUEHGWKURXJKVXUIDFHVLQUHVSLUDWLRQWKHVWUHQJWKRIDOHJERQHGHSHQGVXSRQWKHDUHDRILWVFURVVVHFWLRQEXWWKHOHJVPXVWKROGXSDERG\LQFUHDVLQJLQZHLJKWE\WKHFXEHRILWVOHQJWK*DOLOHRILUVWUHFRJQL]HGWKLVSULQFLSOHLQKLV'LVFRUVLRIWKHPDVWHUSLHFHKHZURWHZKLOHXQGHUKRXVHDUUHVWE\WKH,QTXLVLWLRQ+HDUJXHGWKDWWKHERQHRIDODUJHDQLPDOPXVWWKLFNHQGLVSURSRUWLRQDWHO\WRSURYLGHWKHVDPHUHODWLYHVWUHQJWKDVWKHVOHQGHUERQHRIDVPDOOFUHDWXUH 2QHVROXWLRQ WRGHFUHDVLQJVXUIDFHKDVEHHQSDUWLFXODUO\ LPSRUWDQW LQ WKHSURJUHVVLYH HYROXWLRQRIODUJHDQGFRPSOH[RUJDQLVPVWKHGHYHORSPHQWRILQWHUQDORUJDQV7KHOXQJLVHVVHQWLDOO\DULFKO\FRQYROXWHGEDJRIVXUIDFHDUHDVIRUWKHH[FKDQJHRIJDVHVWKHFLUFXODWRU\V\VWHPGLVWULEXWHVPDWHULDOWR DQ LQWHUQDO VSDFH WKDW FDQQRW EH UHDFKHG E\ GLUHFW GLIIXVLRQ IURP WKH H[WHUQDO VXUIDFH RI ODUJHRUJDQLVPVWKHYLOOLRIRXUVPDOOLQWHVWLQHLQFUHDVHWKHVXUIDFHDUHDDYDLODEOHIRUDEVRUSWLRQRIIRRGVPDOOPDPPDOVQHLWKHUKDYHRUQHHGWKHP 6RPHVLPSOHUDQLPDOVKDYHQHYHUHYROYHGLQWHUQDORUJDQVLIWKH\EHFRPHODUJHWKH\PXVWDOWHUWKHLU HQWLUH VKDSH LQ ZD\V VR GUDVWLF WKDW SODVWLFLW\ IRU IXUWKHU HYROXWLRQDU\ FKDQJH LV VDFULILFHG WRH[WUHPH VSHFLDOL]DWLRQ 7KXV D WDSHZRUPPD\ EH  IHHW ORQJ EXW LWV WKLFNQHVV FDQQRW H[FHHG DIUDFWLRQRIDQLQFKEHFDXVHIRRGDQGR[\JHQPXVWSHQHWUDWHGLUHFWO\IURPWKHH[WHUQDOVXUIDFHWRDOOSDUWVRIWKHERG\ 2WKHU DQLPDOV DUH FRQVWUDLQHG WR UHPDLQ VPDOO  ,QVHFWV EUHDWKH WKURXJK LQYDJLQDWLRQV RI WKHLUH[WHUQDOVXUIDFH2[\JHQPXVWSDVVWKURXJKWKHVHVXUIDFHVWRUHDFKWKHHQWLUHYROXPHRIWKHERG\6LQFHWKHVHLQYDJLQDWLRQVPXVWEHPRUHQXPHURXVDQGFRQYROXWHGLQODUJHUERGLHVWKH\LPSRVHDOLPLWXSRQLQVHFWVL]HDWWKHVL]HRIHYHQDVPDOOPDPPDODQLQVHFWZRXOGEH³DOOLQYDJLQDWLRQ´DQGKDYHQRURRPIRULQWHUQDOSDUWV :HDUHSULVRQHUVRIWKHSHUFHSWLRQVRIRXUVL]HDQGUDUHO\UHFRJQL]HKRZGLIIHUHQWWKHZRUOGPXVWDSSHDUWRVPDOODQLPDOV6LQFHRXUUHODWLYHVXUIDFHDUHDLVVRVPDOODWRXUODUJHVL]HZHDUHUXOHGE\JUDYLWDWLRQDOIRUFHVDFWLQJXSRQRXUZHLJKW%XWJUDYLW\LVQHJOLJLEOHWRYHU\VPDOODQLPDOVZLWKKLJKVXUIDFHWRYROXPHUDWLRVWKH\OLYHLQDZRUOGGRPLQDWHGE\VXUIDFHIRUFHVDQGMXGJHWKHSOHDVXUHDQGGDQJHUVRIWKHLUVXUURXQGLQJVLQZD\VIRUHLJQWRRXUH[SHULHQFH $Q LQVHFW SHUIRUPV QRPLUDFOH LQZDONLQJ XS DZDOO RU XSRQ WKH VXUIDFHRI D SRQG  WKH VPDOOJUDYLWDWLRQDO IRUFH SXOOLQJ LW GRZQRUXQGHU LV HDVLO\ FRXQWHUDFWHGE\ VXUIDFH DGKHVLRQ 7KURZDQLQVHFW RII WKH URRI DQG LW IORDWV JHQWO\GRZQ DV IULFWLRQDO IRUFHV DFWLQJ XSRQ LWV VXUIDFHRYHUFRPH WKHZHDNLQIOXHQFHRIJUDYLW\ 7KHUHODWLYHZHDNQHVVRIJUDYLWDWLRQDOIRUFHVDOVRSHUPLWVDPRGHRIJURZWKWKDWODUJHDQLPDOVFRXOGQRWPDLQWDLQ,QVHFWVKDYHDQH[WHUQDOVNHOHWRQDQGFDQRQO\JURZE\GLVFDUGLQJLWDQGVHFUHWLQJDQHZRQHWRDFFRPPRGDWHWKHHQODUJHGERG\)RUDSHULRGEHWZHHQVKHGGLQJDQGUHJURZWKWKHERG\PXVWUHPDLQVRIW $ODUJHPDPPDOZLWKRXWDQ\VXSSRUWLQJVWUXFWXUHVZRXOGFROODSVHWRD IRUPOHVVPDVVXQGHUWKHLQIOXHQFHRIJUDYLWDWLRQDOIRUFHVDVPDOOLQVHFWFDQPDLQWDLQLWVFRKHVLRQUHODWHGOREVWHUVDQGFUDEV FDQJURZPXFK ODUJHUEHFDXVH WKH\SDVV WKHLU ³VRIW´ VWDJH LQ WKHQHDUO\ZHLJKWOHVVEXR\DQF\RIZDWHU:HKDYHKHUHDQRWKHUUHDVRQIRUWKHVPDOOVL]HRILQVHFWV  7KH FUHDWRUV RI KRUURU DQG VFLHQFHILFWLRQ PRYLHV VHHP WR KDYH QR LQNOLQJ RI WKH UHODWLRQVKLS
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EHWZHHQVL]HDQGVKDSH7KHVH³H[SDQGHUVRIWKHSRVVLEOH´FDQQRWEUHDNIUHHIURPWKHSUHMXGLFHVRIWKHLU SHUFHSWLRQV  7KH VPDOO SHRSOH RI 'U &\FORSV 7KH %ULGH RI )UDQNHQVWHLQ 7KH ,QFUHGLEOH6KULQNLQJ0DQDQG)DQWDVWLF9R\DJHEHKDYHMXVWOLNHWKHLUFRXQWHUSDUWVRIQRUPDOGLPHQVLRQV7KH\IDOO RII FOLIIV RU GRZQ VWDLUV ZLWK UHVRXQGLQJ WKXGV  WKH\ZLHOGZHDSRQV DQG VZLPZLWK RO\PSLFDJLOLW\ 7KH ODUJH LQVHFWV RI ILOPV WRRQXPHURXV WRQDPHFRQWLQXH WRZDONXSZDOOV RU IO\ HYHQDWGLQRVDXULDQGLPHQVLRQV:KHQWKHNLQGO\HQWRPRORJLVWRI7KHPGLVFRYHUHGWKDWWKHJLDQWTXHHQDQWVKDGOHIWIRUWKHLUQXSWLDOIOLJKWKHTXLFNO\FDOFXODWHGWKLVVLPSOHUDWLRDQRUPDODQWLVDIUDFWLRQRIDQLQFKORQJDQGFDQIO\KXQGUHGVRIIHHWWKHVHDQWVDUHPDQ\IHHWORQJDQGPXVWEHDEOHWRIO\DVPXFKDVPLOHV:K\WKH\FRXOGEHDVIDUDZD\DV/RV$QJHOHV:KHUHLQGHHGWKH\ZHUHOXUNLQJLQWKHVHZHUV%XWWKHDELOLW\WRIO\GHSHQGVXSRQWKHVXUIDFHDUHDRIZLQJVZKLOHWKHZHLJKWWKDWPXVWEHERUQHDORIWLQFUHDVHVDVWKHFXEHRIOHQJWK:HPD\EHVXUHWKDWHYHQLIWKHJLDQWDQWVKDGVRPHKRZFLUFXPYHQWHGWKHSUREOHPVRIEUHDWKLQJDQGJURZWKE\PROWLQJWKHLUVKHHUEXONZRXOGKDYHJURXQGHGWKHPSHUPDQHQWO\ 2WKHUHVVHQWLDOIHDWXUHVRIRUJDQLVPVFKDQJHHYHQPRUHUDSLGO\ZLWKLQFUHDVLQJVL]HWKDQWKHUDWLRRIVXUIDFHWRYROXPH.LQHWLFHQHUJ\LQVRPHVLWXDWLRQV LQFUHDVHVDVOHQJWKUDLVHGWRWKHILIWKSRZHU ,IDFKLOGKDOI\RXUKHLJKW IDOOVGRZQ LWVKHDUGZLOOKLWZLWKQRWKDOIEXWRQO\ WKHHQHUJ\RI\RXUVLQDVLPLODUIDOO$FKLOGLVSURWHFWHGPRUHE\LWVVL]HWKDQE\D³VRIW´KHDG,QUHWXUQZHDUHSURWHFWHGIURPWKHSK\VLFDOIRUFHRILWVWDQWUXPVIRUWKHFKLOGFDQVWULNHZLWKQRWKDOIEXWRQO\RI WKH HQHUJ\ZH FDQPXVWHU  , KDYH ORQJ KDG D VSHFLDO V\PSDWK\ IRU WKH SRRUGZDUIVZKR VXIIHUXQGHUWKHZKLSRIFUXHO$OEHULFKLQ:DJQHU¶V'DV5KHLQJROG$WWKHLUGLPLQXWLYHVL]HWKH\KDYHQ¶WDFKDQFH RI H[WUDFWLQJ ZLWK PLQLQJ SLFNV WKH SUHFLRXV PLQHUDOV WKDW $OEHULFK GHPDQGV GHVSLWH WKHLQGXVWULRXVDQGLQFHVVDQWOHLWPRWLIRIWKHLUIXWLOHDWWHPSW)RRWQRWH )1 $ IULHQGKDV VLQFHSRLQWHGRXW WKDW$OEHULFKD UDWKHU VPDOOPDQKLPVHOIZRXOGRQO\ZLHOGWKHZKLSZLWKDIUDFWLRQRIWKHIRUFHZHFRXOGH[HUW²VRWKLQJVPLJKWQRWKDYHEHHQTXLWHVREDGIRUKLVXQGHUOLQJV 7KLV VLPSOH SULQFLSOH RI GLIIHUHQWLDO VFDOLQJZLWK LQFUHDVLQJ VL]HPD\ZHOO EH WKHPRVW LPSRUWDQWGHWHUPLQDQWRIRUJDQLFVKDSH-%6+DOGDQHRQFHZURWHWKDW³FRPSDUDWLYHDQDWRP\LVODUJHO\WKHVWRU\RIWKHVWUXJJOHWRLQFUHDVHVXUIDFHLQSURSRUWLRQWRYROXPH´<HWLWVJHQHUDOLW\H[WHQGVEH\RQGOLIHIRUWKHJHRPHWU\RIVSDFHFRQVWUDLQVVKLSVEXLOGLQJVDQGPDFKLQHVDVZHOODVDQLPDOV 0HGLHYDOFKXUFKHVSUHVHQWDJRRGWHVWLQJJURXQGIRUWKHHIIHFWVRIVL]HDQGVKDSHIRUWKH\ZHUHEXLOWLQDQHQRUPRXVUDQJHRIVL]HVEHIRUHWKHLQYHQWLRQRIVWHHOJLUGHUVLQWHUQDOOLJKWLQJDQGDLUFRQGLWLRQLQJSHUPLWWHGPRGHUQDUFKLWHFWVWRFKDOOHQJHWKHODZVRIVL]H7KHVPDOOWZHOIWKFHQWXU\SDULVKFKXUFKRI/LWWOH7H\(VVH[(QJODQGLVDEURDGVLPSOHUHFWDQJXODUEXLOGLQJZLWKDVHPLFLUFXODUDSVH/LJKWUHDFKHVWKHLQWHULRU WKURXJKZLQGRZV LQ WKHRXWHUZDOOV,IZHZHUHWREXLOGDFDWKHGUDOVLPSO\E\HQODUJLQJWKLVGHVLJQWKHQWKHDUHDRIRXWHUZDOOVDQGZLQGRZVZRXOGLQFUHDVHDVOHQJWKVTXDUHGZKLOHWKH YROXPH WKDW OLJKWPXVW UHDFKZRXOG LQFUHDVH DV OHQJWK FXEHG  ,Q RWKHUZRUGV WKH DUHD RI WKHZLQGRZVZRXOGLQFUHDVHIDUPRUHVORZO\WKDQWKHYROXPHWKDWUHTXLUHVLOOXPLQDWLRQ&DQGOHVKDYHOLPLWDWLRQV  WKH LQVLGH RI VXFK D FDWKHGUDO ZRXOG KDYH EHHQ GDUNHU WKDQ WKH GHHG RI -XGDV 0HGLHYDOFKXUFKHV OLNH WDSHZRUPV ODFN LQWHUQDO V\VWHPVDQGPXVWDOWHU WKHLU VKDSH WRSURGXFHPRUHH[WHUQDO VXUIDFH DV WKH\ DUH PDGH ODUJHU  ,Q DGGLWLRQ ODUJH FKXUFKHV KDG WR EH UHODWLYHO\ QDUURZEHFDXVH FHLOLQJV ZHUH YDXOWHG LQ VWRQH DQG ODUJH ZLGWKV FRXOG QRW EH VSDQQHG ZLWKRXW LQWHUPHGLDWHVXSSRUWV  7KH FKDSWHU KRXVH DW %DWDOKD 3RUWXJDO²RQH RI WKH ZLGHVW VWRQH YDXOWV LQ PHGLHYDODUFKLWHFWXUH²FROODSVHG WZLFH GXULQJ FRQVWUXFWLRQ DQG ZDV ILQDOO\ EXLOW E\ SULVRQHUV FRQGHPQHG WRGHDWK &RQVLGHU WKH ODUJH FDWKHGUDO RI1RUZLFK DV LW DSSHDUHG LQ WKH WZHOIWK FHQWXU\  ,Q FRPSDULVRQZLWK/LWWOH7H\WKHUHFWDQJOHRI WKHQDYHKDVEHFRPHPXFKQDUURZHUFKDSHOVKDYHEHHQDGGHGWR WKHDSVHDQGDWUDQVHSWUXQVSHUSHQGLFXODUWRWKHPDLQD[LV$OOWKHVH³DGDSWDWLRQV´LQFUHDVHWKHUDWLRRIH[WHUQDOZDOODQGZLQGRZWRLQWHUQDOYROXPH,WLVRIWHQVWDWHGWKDWWUDQVHSWVZHUHDGGHGWRSURGXFHWKH IRUP RI D /DWLQ FURVV  7KHRORJLFDO PRWLYHV PD\ KDYH GLFWDWHG WKH SRVLWLRQ RI VXFK³RXWSRXFKLQJV´EXWWKHODZVRIVL]HUHTXLUHGWKHLUSUHVHQFH9HU\IHZVPDOOFKXUFKHVKDYHWUDQVHSWV0HGLHYDODUFKLWHFWVKDGWKHLUUXOHVRIWKXPEEXWWKH\KDGVRIDUDVZHNQRZQRH[SOLFLWNQRZOHGJHRIWKHODZVRIVL]H /DUJHRUJDQLVPVOLNHODUJHFKXUFKHVKDYHYHU\IHZRSWLRQVRSHQWRWKHP$ERYHDFHUWDLQVL]HODUJHWHUUHVWULDODQLPDOVORRNEDVLFDOO\DOLNH²WKH\KDYHWKLFNOHJVDQGUHODWLYHO\VKRUWVWRXWERGLHV/DUJHPHGLHYDOFKXUFKHVDUHUHODWLYHO\ORQJDQGKDYHDEXQGDQWRXWSRXFKLQJV7KH³LQYHQWLRQ´RILQWHUQDORUJDQVDOORZHGDQLPDOV WR UHWDLQ WKHKLJKO\ VXFFHVVIXO VKDSHRID VLPSOHH[WHULRUHQFORVLQJDODUJH LQWHUQDO YROXPH  WKH LQYHQWLRQ RI LQWHUQDO OLJKWLQJ DQG VWUXFWXUDO VWHHO KDVSHUPLWWHGPRGHUQDUFKLWHFWVWRGHVLJQODUJHEXLOGLQJVRIHVVHQWLDOO\FXELFIRUP7KHOLPLWVDUHH[SDQGHGEXWWKHODZVVWLOORSHUDWH1RODUJH*RWKLFFKXUFKLVZLGHUWKDQORQJQRODUJHDQLPDOKDVDVDJJLQJPLGGOHOLNHDGDFKVKXQG 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GLVFXVVLQJ WKH VL]H RI GRJV  2QH DVNHG ³&DQ D GRJ EH DV ODUJH DV DQ HOHSKDQW"´  +HU IULHQGUHVSRQGHG ³1R LI LW ZHUH DV ELJ DV DQ HOHSKDQW LW ZRXOG ORRN OLNH DQ HOHSKDQW´  +RZ WUXO\ VKHVSRNH$SSHQGL[6XPPDU\RIWKH7H[W'HVSLWHDSSDUHQWGLYHUVLW\RIOLIHWKHUHLVUHJXODULW\LQWKHEDVLFGHVLJQRIDOORUJDQLVPVHYLGHQWLQWKHFRUUHODWLRQEHWZHHQVL]HDQGVKDSH:KHQWKH\JURZODUJHUWKHLUJURZWKLVPRUHUDSLGLQWKHYROXPH WKDQLQ WKHVXUIDFHEHFDXVHYROXPH LQFUHDVHVDV WKHFXEHRI OHQJWKOHQJWKZKLOHVXUIDFHGRHVDVWKHVTXDUHOHQJWK7KLVVLPSOHJHRPHWULFSULQFLSOHLPSRVHVYDULRXVFRQVWUDLQWVRQ WKHGHYHORSPHQWRI ODUJHDQGVPDOO DQLPDOVDOLNH UHVXOWLQJLQ WKHLURZQSHFXOLDUSUREOHPVDQGVROXWLRQV$OVRWKHJUHDWGLIIHUHQFHLQVL]HSUHYHQWVXVKXPDQVIURPVHHLQJKRZGLIIHUHQWDZRUOGLQVHFWVOLYHLQ7KHLUZRUOGLVSUHGRPLQDQWO\JRYHUQHGE\VXUIDFHIRUFHVZKHUHDVRXUVLVE\JUDYLW\/DVWO\ WKH LQIOXHQFHRIVL]HXSRQ WKHVKDSHVLQ IDFWDSSOLHV WRDOOSK\VLFDOREMHFWVVPDOODQGODUJHPHGLHYDOFKXUFKHVSURYHWKHSRLQW$SSHQGL[6HFWLRQ%RXQGDULHVDQGWKHLU&RPSRQHQWVRIWKHWH[W3DUDJUDSK /HYHO /HYHO           MXGJPHQW   H[SODQDWLRQ
      JHQHUDO      VSHFLILF      VSHFLILF JHQHUDO      VSHFLILF      WUDQVLWLRQ      VSHFLILF      JHQHUDO
)1       )1 IRRWQRWHILJXUHDGDSWHGIURP+XQVWRQ 
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$SSHQGL[&RPSRQHQWLDO$QDO\VLVRI36&RPSRQHQWVLQ3 63

$SSHQGL[6LJQDOLQJ9RFDEXODU\RIWKH363DWWHUQLQ36LWXDWLRQ3 LPSRUWDQWGHSHQGRQPXVWVHUYHGHSHQGVRQPXVWKROGXSPXVWWKLFNHQ  3UREOHP3 VXIIHUGHFUHDVHYGHFUHDVHQLQFUHDVHRQO\DV«5HVSRQVH3 VROXWLRQGHYHORSPHQW (YDOXDWLRQ3 LPSRUWDQWSURJUHVVLYHHYROXWLRQDULFKO\FRQYROXWHGLQFUHDVH $SSHQGL[5HFXUVLYH1DWXUHRIWKH3UREOHP6ROXWLRQ3DWWHUQ       6LWXDWLRQ  3UREOHP  5HVSRQVH  1HJDWLYH(YDOXDWLRQ    1HZ3UREOHP  5HVSRQVH  1HJDWLYH(YDOXDWLRQ    1HZ3UREOHP  5HVSRQVH  1HJDWLYH(YDOXDWLRQ«DGDSWHGIURP+RH\>1RWH@ &RXOWKDUG  VWDWHV WKDW ZKHQ ³WKH (YDOXDWLRQ RI D 6ROXWLRQ >5HVSRQVH@ LVQHJDWLYH«WKH VDPHRU VOLJKWO\PRGLILHGSUREOHP LV UHLQVWDWHGDQGDQDOWHUQDWLYH VROXWLRQ WHVWHGWKLVFUHDWHVDSRWHQWLDOO\LQGHILQLWHO\UHFXUVLYHVWUXFWXUH¶
5(63216(3RI ODUJHFRPSOH[ RUJDQLVPV WRIXQFWLRQV GHYHORSPHQW RI LQWHUQDO RUJDQV OXQJ  FLUFXODWRU\ V\VWHP YLOOLRIVPDOOLQWHVWLQH6
SRVLWLYH (9$/8$7,21SURJUHVVLYHHYROXWLRQ6
352%/(036LPSO\ E\ JURZLQJ ODUJHU DQ\ REMHFW ZLOOVXIIHU FRQWLQXDO GHFUHDVH LQ UHODWLYHVXUIDFH DUHD ZKHQ LWV VKDSH UHPDLQVXQFKDQJHG
5(63216(3RI VLPSOHU DQLPDOV HJWDSHZRUPWRIXQFWLRQVGUDVWLF DOWHUDWLRQ RI HQWHUVKDSH   IHHW ORQJ EXW DIUDFWLRQ RI DQ LQFK WKLFN6
5(63216(3K\SRWKHWLFDORILQVHFWVWRIXQFWLRQQXPHURXV DQG FRQYROXWHGLQYDJLQDWLRQV IRU UHVSLUDWLRQ6
QHJDWLYHEXWLUUHWULHYDEOH(9$/8$7,21SODVWLFLW\ IRU IXUWKHU FKDQJHVDFULILFHG6 
QHJDWLYH(9$/8$7,21DOO LQYDJLQDWLRQ DQG QR URRPIRULQWHUQDOSDUWV6
UHDO5(63216( UHPDLQVPDOO6
6,78$7,2130DQ\ IXQFWLRQV WKDW GHSHQG XSRQ VXUIDFHV PXVW VHUYH WKH HQWLUH YROXPH RI WKH ERG\IXQFWLRQVIRRGGLJHVWLRQR[\JHQDEVRUSWLRQZHLJKWVXSSRUWLQJ
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$SSHQGL[7UHHGLDJUDP5HSUHVHQWDWLRQRI3*13 633                   633                       633  VS3      VS3    VS3     VS3  VS3                                                VS3              VS3$SSHQGL[0DWFKLQJ5HODWLRQVLQ33 ZH VPDOODQLPDOV IRUFRQWUDVW
VPDOOVXUIDFHZLWKODUJHVL]H KLJKVXUIDFHWRYROXPHUDWLRV IRUFRQWUDVW
JUDYLWDWLRQDOIRUFHV VXUIDFHIRUFHV IRUFRQWUDVW3 JUDYLWDWLRQDOIRUFHV VXUIDFHDGKHVLRQIULFWLRQDOIRUFHV IRUFRQWUDVW
 VXUIDFHDGKHVLRQ IULFWLRQDOIRUFHV IRUFRPSDWLELOLW\3 VPDOOSHRSOH ODUJHLQVHFWV IRUFRQWUDVWFRPSDWLELOLW\
IDOO«ZLWK UHVRXQGLQJ WKXGV >PRYH@ZLWKRO\PSLFDJLOLW\ ZDONXSZDOOVRUIO\ IRUFRPSDWLELOLW\
FRXOG IO\ DV IDU DZD\ DV /RV$QJHOHV ZRXOG KDYH EHHQ JURXQGHGSHUPDQHQWO\ IRUFRQWUDVW>1RWH@7KHPDWFKLQJRIVPDOOSHRSOHDQGODUJHLQVHFWVFRXOGEHLQWHUSUHWHGERWKIRUFRQWUDVWDQGIRUFRPSDWLELOLW\IRUFRQWUDVWEHFDXVHWKH\DUHRSSRVLWHLQVL]HDQGIRUFRPSDWLELOLW\EHFDXVHWKH\ERWKVHUYHWRLOOXVWUDWHWKHPRYLHFUHDWRUV¶QRLQNOLQJRIWKHUHODWLRQVKLSEHWZHHQVL]HDQGVKDSH67KH\DUHLQFRQWUDVWZLWKZKDWWKH\VKRXOGKDYHEHHQDWOHDVWLQWKHRU\ZKLFKLVDFWXDOO\GHVFULEHGLQ6+HUHLWPLJKWSHGDJRJLFDOO\EHZRUWKZKLOHWRKDYHOHDUQHUVFRQVLGHUZKDWWKHRWKHUSDLUVRIHDFKPDWFKLQJUHODWLRQVVKRXOGEH$SSHQGL[([HUFLVHIRU0DWFKLQJ5HODWLRQV3 VPDOOSHRSOHIDOO«ZLWKUHVRXQGLQJWKXGV  EXWWKH\VKRXOGKDYH VPDOOSHRSOH«VZLPZLWKRO\PSLFDJLOLW\ 
ODUJHLQVHFWV«ZDONXSZDOOV $QVZHU.H\VIORDWHGJHQWO\GRZQEHHQWUDSSHGRQWKHVXUIDFHRIZDWHUEHHQJURXQGHGSHUPDQHQWO\
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$SSHQGL[6LJQDOLQJ9RFDEXODU\RIWKH363DWWHUQLQ36LWXDWLRQ  FDQRQO\JURZE\«PXVWUHPDLQVRIW 3UREOHP  XQGHUWKHLQIOXHQFHRIJUDYLWDWLRQDOIRUFHV 5HVSRQVH  DPRGHRIJURZWKZLWKRXWDQ\VXSSRUWLQJVWUXFWXUHV(YDOXDWLRQ  SHUPLWFRXOGQRWPDLQWDLQZRXOGFROODSVHFDQPDLQWDLQFRKHVLRQUHDVRQIRU
$SSHQGL[*6DQG&&3DWWHUQVLQ3DQG)RRWQRWH

*1NLQHWLFHQHUJ\FKDQJHHYHQPRUHUDSLGO\ZLWKLQFUHDVLQJVL]HWKDQWKHUDWLRRIVXUIDFHWRYROXPHLHILIWKSRZHU!FXEH!VTXDUH6
63H[SODQDWLRQ &KLOGKDOIWKHKHLJKWKDVRQO\WKHIRUFH6
63H[DPSOH GZDUIVLQ'DV5KHLQJROGFDQQRWH[WUDFWPLQHUDOVLPSOLHGEHFDXVHWKH\ODFNHQRXJKSK\VLFDOVWUHQJWK6
&/$,0 RIWKHZULWHU,KDYH«KDGDVSHFLDOV\PSDWK\IRUWKHSRRUGZDUIVXQGHUWKHZKLSRIFUXHO$OEHULFK6
5($621IRU&/$,0RIWKHZULWHU$WWKHLUGLPLQXWLYHVL]HWKH\KDYHQ·WDFKDQFH«6
5($621IRU&255(&7,21RIWKHZULWHU¶VIULHQG$OEHULFK>LV@DUDWKHUVPDOOPDQKLPVHOI)1
&255(&7,21RIWKHZULWHU¶VIULHQG>$OEHULFK@ZRXOGRQO\ZLHOGWKHZKLSZLWKDIUDFWLRQRIWKHIRUFHZHFRXOGH[HUW)1
$)),50$7,21RIWKHZULWHUVRWKLQJVPLJKWQRWKDYHEHHQTXLWHVREDGIRU>WKHGZDUIV@㧔)1㧕
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$SSHQGL[0DWFKLQJ5HODWLRQVLQ3 DUFKLWHFWXUHV  DQLPDOV SXUSRVH
3DLU$ 3DLU% 3DLU&
PHGLHYDO PRGHUQ  IRUFRQWUDVWZLWKRUZLWKRXWPHDQVWRGHI\WKHODZVRIVL]H VWHHOJLUGHUV LQWHUQDOOLJKWLQJ DLUFRQGLWLRQLQJ
ERQHVFLUFXODUV\VWHPVRIODUJHFRPSOH[DQLPDOV66
IRUFRPSDWLELOLW\LQSRVVHVVLRQRIFRXQWHUPHDVXUHV
PHGLHYDOFKXUFKHV  WDSHZRUPV IRUFRPSDWLELOLW\LQODFNRILQWHUQDOV\VWHPVDQG  DOWHUDWLRQRIWKHLUHQWLUHVKDSHIRUGHYHORSPHQWOLJKWWKURXJKZLQGRZVRI/LWWOH7H\  R[\JHQWKURXJKLQYDJLQDWLRQVRILQVHFWV6
IRUFRPSDWLELOLW\LQWKHGHSHQGHQF\RQVXUIDFHV
FKXUFKRI/LWWOH7H\ ODUJH1RUZLFK&DWKHGUDO
  IRUFRQWUDVWLQZLGWKDQGSUHVHQFHRIDGDSWDWLRQV>1RWH@3FRQWDLQLQWULFDWHPDWFKLQJUHODWLRQV%DVLFDOO\WKHPDWFKLQJLVEHWZHHQWZRPHGLHYDOFKXUFKHV²/LWWOH7H\DQG1RUZLFK&DWKHGUDO²WRHPSKDVL]HWKHLUGLIIHUHQFHV+RZHYHUWKHUHVHHPVWREHDQRWKHUXQGHUO\LQJSDUDOOHOLVPKHUHEHWZHHQWKHVHFKXUFKHVDQGWKHDQLPDOVWKDWKDYHDOUHDG\EHHQGLVFXVVHGLQ63DQG63RIWKHRYHUDOORUJDQL]DWLRQWKDWLV/LWWOH7H\LVWR1RUZLFK&DWKHGUDODV LQVHFWV DUH WR ODUJH DQLPDOV 7KHVH WZR VHWV RI SDLUV VHHP WR EH PDWFKHG IRU FRPSDWLELOLW\ WRHPSKDVL]H VLPLODULWLHV LQ WKHLUGHYHORSPHQWDOSUREOHPVDQG UHVSRQVHV LPSRVHGE\ WKH ODZVRI VL]H6ERWKVKDULQJWKHVWRU\RIWKHVWUXJJOHWRLQFUHDVHVXUIDFHLQSURSRUWLRQWRYROXPH6 $SSHQGL[6\QWDFWLFDO3DUDOOHOLVPEHWZHHQ6DQG6 6 7KH³LQYHQWLRQ´RILQWHUQDORUJDQV
DOORZHG  DQLPDOV WRUHWDLQ WKHKLJKO\VXFFHVVIXOVKDSHRIDVLPSOHH[WHULRUHQFORVLQJDODUJHLQWHUQDOYROXPH6 WKHLQYHQWLRQ RILQWHUQDOOLJKWLQJDQGVWUXFWXUDOVWHHO
KDVSHUPLWWHG  PRGHUQDUFKLWHFWV WRGHVLJQ ODUJHEXLOGLQJVRIHVVHQWLDOO\FXELFIRUP
>1RWH@7KHPDWFKLQJUHODWLRQVEHWZHHQ ODUJHDQLPDOVDQG ODUJHFKXUFKHVDUHDOVRV\QWDFWLFDOO\UHIOHFWHGLQWKHSDUDOOHOVHQWHQFHVWUXFWXUHRI6QRISKUDVH92WRLQILQLWLYHRI6DQG6
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